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The National Audit Office of the Republic of Kosovo is the highest 

institution of financial control, which for its work is accountable to 

the Assembly of Kosovo.  

Our Mission is through quality audits to strengthen accountability 

in public administration for an effective, efficient and economic use 

of national resources.  

The reports of the National Audit Office directly promote 

accountability of public institutions as they provide a base for 

holding managers’ of individual budget organisations to account. 

We are thus building confidence in the spending of public funds 

and playing an active role in securing taxpayers’ and other 

stakeholders’ interests in enhancing public accountability.  

This audit is carried out in line with internationally recognized 

public sector auditing standards and good European practices. 

The Auditor General has decided on the audit opinion on the 

Annual Financial Statements of the “Hortikultura” J.S.C. in 

consultation with the Assistant Auditor General, Arvita Zyferi, who 

supervised the audit. 

The report issued is a result of the audit carried out by Florim Maliqi 

and team members Valbona Pllana under the management of the 

Head of Audit Department Enver Boqolli.  

 

 

 

NATIONAL AUDIT OFFICE- Address: Str. Ahmet Krasniqi no 210, Arbëria, Prishtina 10000, Kosovo 
Tel: +383(0) 38 60 60 04/1011 

http://zka-rks.org  
 

http://zka-rks.org/
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Executive Summary  

This report summarises the key issues arising from our audit of Publicly Owned Enterprise 

Hortikultura J.S.C. for 2018, which includes the Opinion of the Auditor General on Annual Financial 

Statements. Examination of 2018 financial statements was undertaken in accordance with the 

International Standards of Supreme Audit Institutions (ISSAIs). Our approach included tests and 

procedures that were necessary to arrive at an opinion on the financial statements. The applied audit 

approach is set out in the External Audit Plan dated 21.02.2019.   

Our audit focus has been on: 

 

The level of work undertaken to carry out the audit was determined depending on the quality of 

internal controls implemented by the Management of Hortikultura.   

Opinion of the Auditor General 

Qualified Opinion  

The Annual Financial Statements for 2018 except for the effects of the issues described in the Basis 

for Qualified Opinion paragraph, present a true and fair view in all material aspects.  

For more details, refer to Section 2.1 of this report.  

Annex I explains different types of Opinions in line with ISSAIs. 

 

Annual Financial 
Statements

Financial 
Management and 

Control

Implementation of 
recommendations 
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Key Conclusions and Recommendations  

 

 

 

 

The Chairman of the Board has agreed with audit findings and conclusions, and has committed to 

address all the recommendations given. 

The National Audit Office evaluates the cooperation of management and personnel of the Public 

Enterprise Hortikultura J.S.C. during the audit process. 

 

 

The Qualification of Opinion is the 
result of the lack of an agreement 

between Hortikultura JSC and 
Municipality of Prishtina on the 
rights and obligations of assets 

received as a donation.

The Chairman of the Board should 
ensure that the Hortikultura JSC and the 
Municipality of Prishtina management 
come to an agreement on defining the 

rights and obligations of assets received 
as a donation. 

(See issues at the Basis for Opinion).

Advances given without legal 
grounds, incorrect recording of 

insurance expenditures, purchases 
without procurement procedures, 
reflect inadequate controls within 

the Company.

The Chairman of the Board should ensure 
strengthening of internal controls in order 
to avoid repetition of errors highlighted 

in this report. 

(See issues B3, A3 to A7).

Payment of remuneration without 
shareholder approval and poor 
recruitment processes represent 

weaknesses in the management of 
public funds and a lack of 

transparency in recruiting human 
resources.

The Chairman of the Board should 
ensure that no remuneration fees are 

paid without the approval of the 
shareholder, and the Office of Human 
Resources takes into consideration and 
applies the recruitment criteria for new 

employees. 

(See issues A8 & A9).

Not establishing the board of 
directors and the audit committee for 
a long period of time, had an impact 
on weakening the internal controls 

related to internal audit and drafting 
the list of risks.

The Chairman of the Board should 
ensure proper functioning of internal 
audit area, and begin with the process 
of drafting the risk management plan.

(See issues C1 and B5).
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1 Audit Scope and Methodology 

Introduction  

The Audit involves examination and evaluation of Financial Statements and other financial records, 

as follows: 

 Whether the financial statements give a true and fair view of the accounts and financial 

affairs for the audit period; 

 Whether the financial records, systems and transactions comply with applicable laws and 

regulations;  

 Whether the internal controls and internal audit functions are appropriate and efficient; and 

 Whether have been taken appropriate actions for implementation of audit 

recommendations. 

Audit work undertaken is based on risk assessment. We have analysed Hortikultura business, the 

level of reliance on management controls, in order to determine the level of detailed testing required 

to provide the necessary evidence and that support the opinion of the AG. 

Our procedures have included a review of internal controls, accounting systems and related 

substantive tests, as well as related governance arrangements to the extent considered necessary for 

the effective performance of the audit. Audit findings should not be regarded as representing a 

comprehensive statement of all the weaknesses that may exist, or of all improvements that could be 

made to the systems and procedures operated.  

The following sections provide a detailed summary of our audit findings and recommendations in 

each area of review.   
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2 Annual Financial Statements and other External 

Reporting Obligations   

Introduction  

Our audit of the Annual Financial Statements (AFS) considers both compliance with the reporting 

framework and the quality and accuracy of information presented in the AFS. AFS are to be 

prepared and signed by the Chief Financial Officer and the Treasury (CFOT) and the Chief 

Executive Officer (CEO), and submitted for approval to the Board of Directors (BoD). 

AFS approved by BoD incorporates a number of assertions relating to compliance with the reporting 

framework and the quality of information within the AFS. These assertions are intended to provide 

the Shareholder and wider public with the assurance that all relevant information has been 

provided to ensure that an audit process can be undertaken.   

2.1 Audit Opinion   

Qualified Opinion  

We have audited the AFS of the “Hortikultura” J.S.C. for the year ended on 31st of December 2018 

which comprise of the Balance Sheet, Income Statement, Cash Flow Statement, Statement of 

Changes in Equity, as well as the summary of accounting procedures and other explanatory notes.  

In our opinion, except for the effects of the issue described in the Basis for Qualified Opinion 

paragraph, the Annual Financial Statements of “Hortikultura” J.S.C. for the year ended on 31st of 

December 2018 present a true and fair view in all material respects in accordance with International 

Accounting Standards (IAS), International Financial Reporting Standards (IFRSs) and Kosovo Laws. 

The financial statements are prepared on the basis of accrual accounting principle, Law no. 03/L-

048 on Public Financial Management and Accountability (as amended and supplemented) and Law 

no. 04/L-087 on Publicly Owned Enterprises (as amended and supplemented). 

Basis for Qualified Opinion 

We have created the basis for qualified opinion, for the following reasons:   

 The Conceptual Framework for Financial Reporting paragraph 4.4 a), states that: an asset is 

a resource controlled by the economic unit as a result of past events from which future 

economic benefits are expected that will be entered to the economic unit. Respectively 

paragraph 4.6 states that during evaluation, if an item meets the definition of an asset, 

attention should be given to its fundamental content and the economic reality and not just 

its legal form. On 23.11.2018, with a joint commission of the Municipality of Prishtina and 

Hortikultura J.S.C., a handover of several work equipment (2 trucks, 2 tractors and 1 tank) 
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and other equipment was made without defining their value. The value of these assets is 

material although it is not known exactly how much this value is. These fixed assets are not 

recorded in the enterprise’s list of assets, due to the lack of source documents and the absence 

of an agreement on defining the rights and the obligations of the enterprise for these assets. 

The Enterprise requested the necessary documents to record the assets received by 

Municipality of Prishtina, but despite the Company’s efforts, these documents were not yet 

provided by the Municipality; 

 Hortikultura J.S.C. during 2013-2017 received various equipment from the Municipality of 

Prishtina in the amount of €512,772. Even if, economic benefits were gained by Hortikultura 

from the use of these assets, the enterprise did not record them in its registers, but these 

assets are kept in the registers of Municipality of Prishtina. This was because this process 

was not preceded by a document (agreement) specifying the obligations and rights of both 

parties, but only a handover process of these non-circulating assets. Regarding this issue, 

there is a letter addressed to the Municipality of Prishtina requesting to make an agreement 

whereby the rights and obligations of the parties for the assets received as a donation will 

be determined. However, as long as we were carrying out the audit, the Municipality did 

not reply to this request and consequently, there was no positive move in this regard; and 

 The space for the office owned by the Municipality of Prishtina was given to Hortikultura 

on the basis of an agreement for temporary use, but the cost of this property was unknown, 

measured and recorded as asset of the enterprise in accordance with IAS 20. 

Our audit is conducted in accordance with International Standards of Supreme Audit Institutions 

(ISSAIs). Our responsibilities under those standards are further described in the Auditor’s 

Responsibilities for the Audit of the AFS section of our report. In accordance with the ethical 

requirements that are relevant to our audit of the annual financial statements of Budget 

Organisations and Public Enterprises in Kosovo. NAO is independent from Hortikultura J.S.C. and 

we have fulfilled other ethical responsibilities in accordance with these requirements. We believe 

that the obtained audit evidence is sufficient and appropriate to provide a basis for the qualified 

opinion. 

Responsibility of Management for AFS  

The management is responsible for the preparation and fair presentation of financial statements in 

accordance with International Accounting Standards (IAS), International Financial Reporting 

Standards (IFRSs) and Kosovo Laws, and it is also responsible for internal control as management 

determines is necessary to enable the preparation of financial statements that are free from material 

misstatement, whether due to fraud or error. This includes the application of Law number 03/L-048 

on Public Finance Management and Accountability (as amended and supplemented), Law no.04/L-

087 on Publicly Owned Enterprises (as amended and supplemented), and Law 06/L-032 on 

Accounting, Financial Reporting and Auditing. 

The Chairman of the Board is responsible to ensure oversight of the POE’s financial reporting 

process. 
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Auditor General’s Responsibility for the Audit of the AFS 

Our responsibility is to express an opinion on the AFS based on our audit. We conducted our audit 

in accordance with ISSAIs. These standards require that we comply with ethical requirements and 

plan and perform the audit to obtain reasonable assurance about whether the financial statements 

are free from material misstatements. 

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in 

accordance with ISSAIs will detect any material misstatement that might exist. Misstatements can 

arise from fraud or error and are considered material if, individually or in the aggregate, they could 

influence the decisions taken on the basis of these AFS. 

An audit involves performing procedures to obtain evidence about the financial records and 

disclosures in the AFS. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement in the AFS, whether due to fraud or error. In 

making those risk assessments, the auditor considers internal control relevant to the entity’s 

preparation of the financial statements in order to design audit procedures that are appropriate in 

the entity’s circumstances, but not for the purpose of expressing an opinion on the effectiveness of 

the entity’s internal control.  

An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of accounting estimates made by Management, as well as evaluating the 

presentation of the financial statements.  
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2.2 Compliance with AFS  and other reporting requirements  

POE is required to comply with a specified reporting framework and other reporting requirements. 

We considered: 

 Requirements of LPFMA no. 03/L-048, on Public Financial Management (as amended and 

supplemented); 

 Requirements of the Law no. 06/L-016 on Business Organizations; 

 Requirements of the Law no.04/L-087 on Publicly Owned Enterprises (as amended and 

supplemented); 

 Requirements of the Law No. 06/L-032 on Accounting, Financial Reporting and Auditing; 

 Requirements of the Law No. 04/L-42 on Public Procurement (as amended and 

supplemented); 

 Requirements of the Instruction no.2/2013/MF on the Structure and Content of Annual 

Financial Reports; and. 

 POEs are also required to fulfil the following requirements: 

o Statute of the POE; 

o Business Plan; 

o Quarterly Reports; 

o Annual reports; 

o Customer Satisfaction Measurement Report; and 

o Draft plan and final procurement plan on time.  

Given the above, the Declaration made by the CEO and CFO, when the AFS are submitted to the 

Board of Directors, can be considered to be correct. Except for the issues highlighted above, the AGS 

present a fair and true view in all material aspects. 

In the context of other external reporting requirements, we have no issues to raise.   

2.3 Recommendations related to Annual Financial Statements 

1 The Chairman of the Board should ensure that all assets controlled by the enterprise and by which, 

economic benefits are anticipated should be presented in the AFS. 

                                                      
1 Issue A and Recommendation A– indicates new issues and recommendations. 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

 11 

The Chairman of the Board should ensure that in cooperation with Municipality of Prishtina 

management come to an agreement on defining the rights and obligations of assets received as a 

donation.  

Recommendation A2 The Chairman of the Board should ensure that, the cost of the space for the 

office owned by the Municipality of Prishtina which is used by Hortikultura 

should be known, to be measured and recorded as an asset of the enterprise 

in accordance with IAS 20.    

                                                      
   Issue B and Recommendation B - indicates repeated issues and recommendations. 
   Issue C and Recommendation C - indicates partially repeated issues and recommendations. 
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3 Financial Management and Control 

Our work related to Financial Management and Control (FMC), reflects the detailed audit activities 

undertaken on Revenue and Expenditure Systems within “Hortikultura”. Specifically, Revenue 

management, Expenditures, Liabilities and Accounts Receivable was in focus of the audit. 

Financial Management and Control Conclusion 

Financial management and control implies strengthening of the POE performance in taking better 

decisions, provide better services, and better value for money. Revenue controls are generally 

appropriate and effectively implemented, but controls over a range of spending areas require 

further improvement to prevent irregularities in the area of expenditure. 

Failure to record expenditures according to accrual principle of accounting, unplanned 

procurement procedures for equipment, purchases of furniture and equipment without 

procurement procedures and failure to record fixed assets represent areas that need to be carefully 

handled by the management. Further on, our audit examinations identified weaknesses in the 

recruitment process and payments for the meetings held by the board of directors that were not in 

compliance with applicable Laws. 

These and other weaknesses presented in this report should be taken into consideration by the Board 

of Directors, to improve financial management and control in Hortikultura.  
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3.1 Business Plan (Revenues and Expenditures) 

We have reviewed the sources of revenues and expenditures planned with the annual business plan 

by economic categories. This is presented in the following table: 

Table 1. Table of Revenues and Expenditures according to annual plan for 2018             (in €) 

Description 
Initial 

planning  
Final 

planning 
2018 

Outturn 
2017 

Outturn 

Revenues from maintenance of green 
areas in the city of Pristina 

1,400,000 1,357,081 1,170,660 964,856 

Revenues from Pristina cemetery  65,000 65,000 64,355 61,078 

Revenues from subsidies   0 5,100 7,470 0 

Total Revenues 1,465,000 1,427,181 1,242,485 1,025,934 

Wage expenditures 1,005,040 1,005,040 941,941 855,339 

Operating Expenditures 373,277 373,277 137,779 82,850 

Other expenditures1 18,0482 18,048 6,3193 8,033 

Depreciation expenditures  0 0 11,498 11,978 

Capital investment  34,300 0 0 0 

Total Expenditures 1,430,665 1,396,365 1,097,357 958,200 

Explanations for changes in revenues and expenditures are given below: 

 The revenues foreseen with the initial business plan from the maintenance of green areas 

were in the amount of €1,400,000, while with the revision of the plan, they were reduced by 

€42,919 or about 3% less. Nevertheless, the amount of collected revenues was €1,170,660 or 

14% less than were foreseen in the final plan; 

 Revenues from Prishtina cemetery did not have differences with the revision of the plan and 

were executed at 99%; 

 Revenues from subsidies were not foreseen with the initial plan, while, the revision included 

the amount of €5,100. According to the officials, this amount is planned according to budget 

review as a result of a contract signed with the donor “Care” (Austrian Development 

Agency) for the project “Mobile Farmers Market” in the municipality of Pristina. The 

contract was made on 09.02.2018, in the amount of €9,960 which was planned to be paid in 

three instalments in 2018 and one instalment in 2019. However, three foreseen instalments 

by the contract in amount of €7,470 were paid in the account of the enterprise. The difference 

between the budget and the amount received is €2,370, which resulted from non-reviewing 

and  accurate evaluation of the instalments foreseen in the contract with the donor; 

 The initial and revised plan on wages and salaries, operational expenditures and other 

expenditures does not have differences, while their spending compared to the revised plan, 

is as follows: wages 94%, operational expenditures 37% and other expenditures 35%; and 
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 The amount of €34,300 was foreseen with the initial plan for the following capital investment 

(soil stabilizers, working tools, mowing machines, inventory, rotary scythes, motor saws) 

but, with budget review these capital investments were not included in the final plan 

because, several equipment planned to be purchased were received as a donation from the 

Municipality of Prishtina. 

 

Issue A 3 - Low Execution of Business Plan 

Finding  The revenues collected from maintenance of green areas were only 86% of the 

revised planning 2018, but compared to 2017 those revenues increased by 

21%. According to data, budget execution for total expenditures is 78%. While 

operational expenditures were €137,779 or 37% of the revised plan. This was 

due to the lack of planning and systematic control on the budget 

developments of Hortikultura. 

Risk Insufficient level of budget execution may result in inefficient use of available 

resources, reduces the effectiveness of spending plans, and causes stagnation 

in the exercise of the enterprise’s overall business. 

Recommendation A3 The Chairman of the Board should undertake a systematic assessment of the 

reasons for the low level of budget execution for operational expenditures 

and determine practical options for improving the execution on the basis of a 

more detailed analysis for budget planning and execution. 

  

                                                      
2 Other expenditures: contracted expenditures €10,648, bank fees €650, representation €6,000 and daily press €750. 
3 Other expenditures: commission fees €1,281, representation expenditures €4,855 and announcement expenditures €183. 
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3.2 Statement of financial position  

We have audited the statement of financial position, by testing the account balances, and the 

transactions incurred during the year within these accounts. In addition to examining the 

accounting balance of accounts, we also addressed aspects of compliance with Laws and regulations 

and provided the following recommendations. 

Table 2: Balance Sheet of POE “Hortikultura” on 31st of December 2018                           (in €)   

Description  Year 2018 Year 2017 

Land, buildings and equipment 38,128 47,547 

Trade receivables 199,773 186,056 

Cash and cash equivalents 309,175 175,294 

Total Assets 547,076 408,897 

Equity    

Share capital 10,000 10,000 

Reserve capital 111,762 111,722 

Retained earnings/losses   259,107 198,146 

Profit/loss during the year   130,454 60,960 

 Liabilities   

Trade payable accounts 3,495 3,430 

Liabilities for taxes and contributions 32,258 24,639 

Total Liabilities and Equity 547,076 408,897 
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Issue B2- Advances to employees  

Finding  The approval of employees’ requests for advances should be supported by, 

an internal policy or guideline where the amounts of advances and the criteria 

for giving them will be determined. The Chief Executive approved the 

employee’s requests for advances in the amount of €50 to €100 in cash. 

According to general ledger 2018, €15,009 were given as advances, out of 

which, the amount of €14,489 was paid to the employees of the enterprise. 

The enterprise did not have a legal or written basis for giving advances to 

employees. This was because the company did not have the board of directors 

from 2013 until September 2018.  

Risk Giving advances to employees, apart from being without legal basis, may 

pose a risk of not returning the funds to the account of the enterprise. 

Recommendation B2 The Chairman of the Board should take concrete actions on preventing 

advances to employees without legal basis. 

Issue A 4 - Incorrect recording of prepaid expenditures 

Finding  According to the accrual accounting principle, the effects of transactions and 

other economic events should be recognized at the time of occurrence, and 

they should be recorded in the accounting records and reported in the 

financial statements for the period to which they belong. During the testing 

of expenditures we found that, at the end of 2018, the amount of €826 was 

recorded as a vehicle insurance expenditures which would have to be 

recorded as prepayments. Incorrect recording of vehicle prepaid 

expenditures occurred, as the finance officers considered this amount as an 

expense of the period. 

Risk The absence of proper interpretation of IAS1, has brought to a situation for 

the prepayment to be recorded as an expense of the period and consequently 

incorrect presentation of items in the AFS. 

The Chairman of the Board should ensure that the finance office properly records all transactions, 

interpreting the accounting standards correctly and making the necessary adjustments by cut-

off/recording expenditures that only relate to the accounting period. 
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Issue A 5 – Incomplete register of fixed assets 

Finding  The general register of fixed assets is a complete and accurate list of all assets 

owned by the enterprise, which means the register of capital assets, non-

capital assets and inventories that are regularly updated. This register apart 

of the use for asset management will be also be used to support the reported 

data in the financial statements. Hortikultura has a register of assets, but this 

register is not complete. This register lacks information such as bar code 

number, category, and source of funding. In addition, the register of non-

financial assets at the end of 2018 presented a net value of €38,129, while the 

assets received for years as a donation were not recorded as there was no 

reply from the Municipality of Prishtina. 

Risk An incomplete asset register without all necessary information results in 

inaccurate and not reliable financial statements. Furthermore, the lack of an 

agreement with the municipality on the rights and obligations of the 

equipment received, poses a risk of these equipment still not being recorded 

and put in use. 

Recommendation A5 The Chairman of the Board should ensure maintenance of complete asset 

register, respective identification numbers of assets, classification of fixed 

assets, and thus, enabling easier and more efficient asset management. 

Further, the board should hold a meeting with the shareholder to draft an 

agreement on the rights and obligations that will arise regarding assets 

received this year and in previous years. 
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3.3 Statement of Income and Expenditures   

Publicly Owned Enterprise Hortikultura in the following statement presented all types of revenues 

generated during the year, expenditures, and financial outcome. 

Table 3: Statement of Income and Expenditures as of 31st of December 2018              (in €) 

Description  Year 2018 Year 2017 

Revenues from sales 1,235,015 1,025,934 

Other revenues from donations  7,470 0 

Total revenues   1,242,485 1,025,934 

Wages and Salaries 941,942 814,609 

Employee Contribution expenditures  47,098 40,731 

Vehicle Expenditures 9,293 5,667 

Park maintenance expenditures  40,291 37,994 

Vehicle market maintenance expenditures 6,665 7,845 

Other operational expenditures 33,049 24,852 

Administrative expenditures  6,890 6,491 

Depreciation expenditures  11,498 11,978 

Interest fee expenditures  811 8,033 

Total Expenditures  1,097,537 958,200 

Profit/Loss before tax 144,948 67,734 

Tax on profit 14,495 6,773 

Net Profit/Loss 130,453 60,961 
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Issue A 6 – Avoiding procurement procedures   

Finding  According to the Rules and Guidelines of the Public Procurement, paragraph 

54.1, the contracting authority may use a procedure with minimum value for 

any public contract the estimated value of which is less than €1,000. By issuing 

purchase orders related to minimum value procurement, the Contracting 

Authority will ensure effective competition, transparency and high 

effectiveness of the use of public funds. 

In 12 out of 19 tested samples, we found that the enterprise did not initiate 

any procurement procedures. Out of these, nine (9) samples were supply of 

furniture & stationaries, and three (3) other cases for information technology 

equipment. The total amount of furniture supplies and stationaries was €860, 

while the value of IT equipment was €1,085. These supplies were planned, 

but according to the procurement officer, the procurement procedures were 

not developed because the furniture and other equipment were purchased of 

a better quality from the selected operator rather than purchasing them 

through procurement procedure. 

Risk Purchase of furniture and other equipment by disregarding the procurement 

procedures led to favouring a particular economic operator and damaged 

free competition and transparency. 

Recommendation A6 The Chairman of the Board should ensure that all purchases needed by the 

enterprise are planned and carried out through adequate procurement 

procedures, by allowing free competition and transparency in order to 

achieve added value for money.  
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Issue A 7- Separation of procurement procedures for the purchase of related supplies 

Finding  In Section 10 of the Rules and Operational Guidelines for Public Procurement, 

provides that the requesting unit has the following responsibilities: a) 

Prepares a procurement request, makes a formal needs assessment and 

forward the same to the Chief Administrative Officer for approval; b) 

Prepares/proposes technical specifications, Terms of Reference, bill of 

quantities, and c) Ensures that there are no limitations in the specifications. 

During the testing of the procurement procedures we found that, in a tender 

notice for the project “Supply and assembly of water pump” where on 

27.07.2018 a contract was made in the amount of €2,454 with a duration of 

one month (27.07-27.08.2018). This deadline was not adhered as the prepared 

bill of quantity did not include all the possible items for this project. In order 

to complete this project, for the items that were not foreseen in the first tender, 

minimum value procedures have been initiated, and the contract was 

awarded to the same EO in amount of €979. The implemented project was not 

planned in the final plan and as such, it was developed with two procedures: 

the first with price quotation procedure and the second one with the 

minimum value. This occurred as the requesting unit did not specify all 

possible items for this project, and the initial commitment of funds for this 

project, was only €2,500. 

Risk Failure to include all items in the technical specifications for the project, 

brought the need to purchase additional quantities with another procurement 

procedure causing additional delays and posed a risk to the management of 

public money in irrational way, and low level of competition. 

Recommendation A7 The Chairman of the Board should ensure development of planned 

procurement for each purchases made, the technical and the financial aspect 

should be reviewed and analysed, and afterwards develop adequate 

procurement procedures that enable the implementation of low cost project 

with proper competition. 
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Issue A 8 – Remuneration Fees for the members of the Board of Directors without the approval 

of the shareholder 

Finding  Pursuant to Article 20.2 of the Law on Publicly Owned Enterprises 03/L-087, 

paragraph (ii), the basic fee for the directors of the Public Enterprise (POE) 

shall be established by a decision of the respective Municipal Shareholder 

Committee. Also Article 20.6 provides that “The POE shall be responsible for 

paying all required remuneration to its directors. The directors of a POE shall 

not receive any other remuneration or benefits from the POE” However, 

during the review of payments to the Board of Directors of POE Hortikultura, 

we notices that the payment was made in contradiction with the article in 

question, for the remuneration fee in amount of €50 for each additional held 

meeting other than set by the shareholder. Such payments meeting held for 

months, November/December 2018 amount to €1,700 (for four members of 

the Board). Payments were processed according to the decision no. 3921, 

dated 30.11.2018, issued by the Audit Committee and without the prior 

approval of the shareholder. These payments were made due to their 

additional work on drafting the company’s internal regulations.  

Risk Such payments in contradiction to the Law and taking the decisions on 

additional payments without the approval of the shareholder increases the 

risk of inadequate management of the Company’s funds. 

Recommendation A8 The Chairman of the Board should ensure that the decision on remunerating 

additional works of the board members has been previously approved by the 

Shareholder, on the contrary other payments should not be paid, except to 

those that are as regular compensation. 
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Issue A 9 - Weakness in recruitment procedures 

Finding  According to the Administrative Instruction (MLSW4) No. 07/2015 on the 

Regulation of Public Recruitment Procedures, Article 5 (paragraph 1.6) 

provides the duration of the appointment, a description of whether the 

position is of a fixed or permanent duration and the duration of the 

probationary period. Based on our examination of the vacancy 

announcement, announced on 04.07.2018 for the position of a certifying 

officer and two (2) maintenance and protection of forests officers, we found 

that the competition did not foresee the duration of the appointment, the 

position with a fixed term, and the duration of the probationary period. 

Furthermore, according to Article 7, paragraph 1, the relevant body, within 

three days from the date of publication of the public advertisement shall issue 

the decision for the establishment of the selection committee of candidates, 

while the establishment of this committee by the chief executive is made one 

month after the date of the publication of competition. 

 

For the position of the Certifying Officer, all the candidates that applied did 

not met the criteria required by the competition. Nonetheless, one of them 

was selected, although there was no evidence of work experience (required, 

at least three years) and no motivation letter. Section 6, paragraph 5.1 of the 

above AI provides that, the public advertisement must be repeated if at least 

three of the candidates do not meet the criteria set out in the competition. 

According to company officers, the competition was not repeated given the 

need to cover this position in the most optimal time. 

 

Also, in the vacancy announcement for officer for the maintenance and 

protection of forests, we have noticed that the two candidates selected in the 

competition announced on 04.07.2018 did not meet the main criteria related 

to education: high school forestry or agriculture or appropriate course of 

study. Each of the selected candidates completed technical secondary school 

while, the other had a high school of economics and Law. According to the 

committee, this occurred as there was no candidate for this profile and the 

process continued with the existing candidates so that the position would not 

remain unfulfilled. 

 

Risk  Weaknesses in the recruitment process may result in unfair competition, lack 

of transparency and employment of inadequate staff. 

 

Recommendation A9 The Chairman of the Board should ensure that the selection of candidates 

during the recruitment processes is done by respecting all the competition 

requirements and when there are less than three candidates in the contest, the 

process should be cancelled and reopened. 
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3.4  Statement of Changes in Equity  

In the Annual Financial Statements of the Enterprise, capital is presented under this structure: 

Table 4: Capital of the Publicly Owned Enterprise on 31.12.2018                                         in (€) 

Description  31 December 2018 31 December 2017 

CAPITAL 511,280 380,827 

Charter Capital 10,000 10,000 

Reserve Capital 111,721 111,721 

Profits/Losses carried forward 259,107 198,146 

Current Year Profits/Loss 130,452 60,960 

We do not have recommendations in this area. 

3.5 Cash Flow Statement 

Cash Flow Statement provides data on changes in cash during the reporting periods presented, and 

classifies the cash flow through business activities, financial and investment. Information about the 

cash flow of the Enterprise, are useful to give the users of financial statements a cash flow 

assessment. 

Table 5: Cash Receipts and Expenditures                                                                          (in €)  

Description 31 December 2018 
31 December 

2017 

Cash flow from operating activities   

Receipts from accounts receivable 1,412,964 1,257,406 

Payments for wages 986,023 844,976 

Payment for taxes and VAT 161,346 277,686 

Payment to suppliers 131,714 62,920 

Net flow from operating activities 133,881 71,824 

Cash flows from investing activities   

Receipts from the sale of assets 0 0 

Payment for the purchase of non-circulating assets 0 0 

Net cash from investment activities 0 0 

Cash flow from financing activities   

Receipts from financing activities 0 0 

Net cash from financing activities 0 0 

Increase/decrease of cash during the year 0 0 

Cash at the beginning of the year 175,294 103,470 

Cash at the end of the year 309,175 175,294 

 

We do not have recommendations in this area.  
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3.6 Handling of Explanatory Notes  

Explanatory notes provide information on the basis of preparing the financial statements and 

accounting policies required by the IFRS and provide additional information that is not disclosed 

in the Balance Sheet, Income Statement, Cash Flow Statement or Statement of Changes in Equity, 

but are important to understand each one of them.  

Issue A 10 - Incomplete disclosure of explanatory notes  

Finding  Under IAS 1, explanatory notes should be systematically disclosed as long as 

this is possible. Each item of the financial statements should be referred to the 

relevant information in the explanatory notes. When analysing the 

explanatory notes, the following weaknesses were identified: 

- Note 7, the amount of tax liabilities presented €9,389 as an obligation of 

profit tax does not correspond to TAK records, as the amount calculated 

by TAK records is €8,930, which means that, the obligations were 

overstated by €459. We did not find any other explanatory note to prove 

the error calculated by Hortikultura; 

- Note 13, items of charter capital in the amount of €121,727 were disclosed, 

but there are no comparative data for 2017; 

- Note 14, regarding commitments and contingents, the enterprise gave a 

description that they did not have contingent liabilities in the last two 

years. While in the second quarter reports it was mentioned that, two 

court proceedings were held during this period related to criminal cases 

and one for civil case, which were not presented in the AFS explanatory 

notes of the enterprise did. 

This situation occurred due to lack of proper attention and review during the 

preparation of explanatory notes. 

Risk The incomplete and inaccurate presentation of explanatory notes may cause 

uncertainty for the reader and shareholder on the contents of the AFS and the 

economic events occurred during the year. 

Recommendation A10 The Chairman of the Board should ensure that the explanatory notes have a 

special role and provide sufficient information on all items, including items 

of tax and contingent liabilities, as well as provide the presentation of 

comparative data for the charter capital. 
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4 Good Governance 

Specific areas of our governance related reviews have been the internal audit, accountability 

and risk management process, while the other components are handled within the chapters 

or subchapters above.  

Overall Governance Conclusion  

Hortikultura marked a good progress due to the audit carried out by NAO for the previous 

year as well as the implementation of recommendations given in previous years. There was a 

progress in management reporting and accountability this year as well. Despite the progress 

achieved, for better governance, the management should pay due attention to the 

functionalization of the Audit Committee and internal control over the issues raised through 

this report. 

4.1 Internal Audit System 

The Internal Audit Unit (IAU) operates with one member of staff who is at the same time, the 

Head of IAU.  An effective audit requires a comprehensive work programme that reflects 

financial and other risks to Auditee and provides sufficient assurance over the effectiveness 

of internal control. The impact of Internal Audit output should be judged by the importance 

that management places on addressing recommendations. IAU drafted the annual audit plan 

2018 and planned to carry out eight (8) audits, six out of eight have been carried out. The 

carried out audits includes, four (4) audits 2018 and two (2) other were carried out for the 

period of 2017. Through these reports, the IAU provided information to the management 

about the level of effectiveness and the functioning of internal controls.  

Issue  C1 - Lack of audit committee 

Finding  According to the Law on Publicly Owned Enterprises no. 03/L-087, 

article 24, provides that, the enterprise shall have an audit committee 

that has its own authorizations deriving from the Law on approval of 

plans and monitoring the work of IAU. Horticulture was without Board 

of Directors and without audit committee as of 2014 to September 2018. 

This reflected, among other things, on the review and approval of 

annual internal audit plans. However, the internal auditor drafted 

audit plans by making an effort to be based on the risks that the 

enterprise already had, but these plans were unapproved by the audit 

committee. Furthermore, internal audit reports were not reviewed by 

the audit committee. This was due to the lack of audit committee as of 

2014, which was not established by the Municipal Shareholder 

Committee until September 2018.  

Risk Not establishing the board of directors and the audit committee for a 

long period of time, had an impact on weakening the internal controls 

and addressing responsibilities regarding financial management and 

control. 
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Recommendation C1 To gain maximum benefit from Internal Audit activity, the Chairman 

of the Board through an Audit Committee should critically review 

Internal Audit plans, to confirm that they are based on risk and include 

activities of the current year. Furthermore, all internal auditor reports 

should be reviewed and concrete actions taken to address the 

recommendations and assist the management of the enterprise in 

achieving its goals and objectives. 

4.2 Management Reporting, Accountability and Risk Management 

Accountability as a process is the acceptance of responsibilities, holding persons into account 

for their actions and disclosing results in a transparent way. Whereas, risk management is a 

process related to identification, analysis, evaluation and actions/measures taken by the 

Management to control and respond to risks threatening the Enterprise. 

Although, a range of internal controls are applied by Management to ensure that systems and 

operate as intended, we have noticed that the measures applied are weak and ineffective and 

therefore do not provide an effective and timely response to the identified operational 

problems. 

Issue B3 - Risk management system 

Finding According to the Code of Ethics and Corporate Governance of Public 

Enterprises, the Board of Directors should review the main risks of the 

business, ensure the establishment of the risk management and control, 

thus, conduct a review on a regular basis in the light of changes and 

strategic objectives of the enterprise. Hortikultura J.S.C., does not have 

written policies and procedures on risk management, in particular the 

risk of fraud and irregularities. Furthermore, it does not have a register 

identifying and assessing potential risks that threaten the Enterprise, 

which also anticipates management actions to lower them to an 

acceptable level. The reason for not possessing a risk register was the 

absence of the board of directors as of 2013 until September 2018. 

Risk  Lack of risk register may have an impact on the management not being 

able to identify and manage the risks in a timely manner, and in this 

context fail to achieve the objectives of the organization. 

Recommendation B3 The Chairman of the Board should ensure that actions are taken on 

establishing the committee for drafting a list with all potential risks, 

that would be used as a preventive tool and manage the risks at more 

manageable levels. This shall contribute to highest effectiveness of the 

financial management and control system. 
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5 Progress in implementing recommendations 

Our Audit Report on the 2017 AFS of Hortikultura J.S.C. resulted in 19 key recommendations. 

The Management prepared an Action Plan stating how given recommendations will be 

implemented. 

At the end of our 2018 audit, 13 recommendations have been implemented; three (3) were in 

process; and three (3) have not been addressed yet. For a more thorough description of the 

recommendations and how they are addressed, see Table 4 (or the Table of recommendations). 

Table 4 Summary of prior year recommendations and of 2018 

N
o 

Audit area Recommendations  of 2017  Actions taken  Status 

1 AFS The Chairman of the Board should 
ensure that an analysis is 
undertaken to determine the 
causes that have led to the giving 
of Adverse Opinion. Action need 
to be to address the causes 
systematically and pragmatically 
to remove errors from the Annual 
Financial Statements and to ensure 
a true and fair view. 

Further on, the Chairman of the 
Board should ensure that effective 
processes are in place to confirm 
that the 2018 AFS production plan 
formally addresses all issues 
related to compliance. This should 
also include the review of the draft 
AFS by Management, with specific 
focus on high risk areas and areas 
where errors have been identified 
in previous years. The Statements 
should not be signed by the CEO 
and CFOT unless all necessary 
checks have been applied before 
the same are submitted to the BoD. 

The 
management 
took action on 
the adjustment 
of AFS 2017, 
but the issue of 
donations and 
the facility for 
offices 
remained 
untreated.  

Partially 
implemented 
recommendatio
n  

 

2 Business 
Plan 
(Revenues 
and 
Expenditures
) 

The Chairman of the Board should 
ensure that the business plan is 
based on the Enterprise’s real 
opportunities and revenue 
collection is monitored 
systematically and major changes 
or deviations from the initial plan 
are reflected in a reviewed plan. 

This 
recommendatio
n has been 
taken into 
consideration 
and the initial 
and revised 
plan reflects the 
needed 
changes. 

Implemented 
recommendatio
n 
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3 Statement 
of financial 
position 
(Balance 
Sheet) 

The Chairman of the Board should 
issue a regulation on the 
management of receivables, by 
defining clear procedures and 
controls and in compliance with 
the applicable standards and rules. 
Furthermore, the Board needs to 
make a comprehensive analysis of 
these accounts and in cases when 
legal requirements are met, to 
apply penalties to customers and 
they are recorded as receivables. It 
should also ensure that all 
receivables are presented in the 
AFS. 

On 31.12.2018, 
the Board of 
Directors 
drafted a 
Regulation on 
commissions 
for the accounts 
receivable  

Implemented 
recommendatio
n 

4 Statement 
of financial 
position 
(Balance 
Sheet) 

The Chairman of the Board should 
ensure that within a short period 
of time to draft an internal 
regulation on assets management, 
which will describe all procedures 
for the use of assets (rights and 
obligations of the staff). Further 
on, to provide a clear agreement 
with the Municipality of Pristina 
that will define the rights and 
obligations of parties and take the 
necessary actions regarding the 
treatment of these assets under 
IASs. 

On 31.12.2018, 
the Board of 
Directors 
drafted a 
Regulation on 
asset 
management, 
however, there 
is still no 
agreement with 
the 
Municipality of 
Prishtina on the 
rights and 
obligations on 
equipment and 
machinery 
received as a 
donation. 

Partially 
implemented 
recommendatio
n 

5 Statement 
of financial 
position 
(Balance 
Sheet) 

The Chairman of the Board should 
ensure that a regulation 
determining the procedures and 
the way of using the cash box is 
drafted, including the duties and 
responsibilities of the respective 
officials. 

On 31.12.2018, 
the Board 
drafted a 
Regulation on 
cash box 
management. 

Implemented 
recommendatio
n 

6 Statement 
of financial 
position 
(Balance 
Sheet) 

The Chairman of the Board should 
ensure that the necessary actions 
are taken to correct the accounting 
records and ensure correct 
presentation in the AFS. 

An 
improvement 
has been made 
but there are 
still issues. 

Partially 
implemented 
recommendatio
n 

7 Statement 
of financial 
position 

The Chairman of the Board should 
take immediate measures to pay 
the invoices by making payment of 
the invoices within the legal 

This 
recommendatio
n has been 

Implemented 
recommendatio
n 
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(Balance 
Sheet) 

deadlines, in order to avoid 
additional expenditures. 

taken into 
consideration. 

8 Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
issue a regulation on revenue 
management, by determining clear 
procedures and controls, in 
accordance with applicable 
standards and rules. Whereas, 
when preparing the bid for 
maintenance services of green 
areas, the bid value is in line with 
the job requirement. 

On 31.12.2018, 
the Board 
drafted a 
Regulation on 
Revenues  

Implemented 
recommendatio
n 

9 Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
ensure that Senior Officials of the 
Enterprise have employment 
contracts, to ensure the proper 
functioning of the Enterprise. 

No appropriate 
actions has 
been taken. 

Unimplemented 
recommendatio
n 

1
0 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
ensure that each Enterprise’s 
employee has an employment 
contract in accordance with the 
applicable legal and procedural 
requirements.  

A decision on 
employment 
contract for the 
procurement 
officer has been 
taken. 

Implemented 
recommendatio
n 

1
1 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
ensure that purchases of Goods 
and Services are fully in 
accordance with the Law on Public 
Procurement in order to avoid 
discrimination or favoring 
economic operators, and to ensure 
the efficient use of public funds. 

This 
recommendatio
n was not taken 
into 
consideration, 
as there were 
similar cases in 
2018 as well. 

Unimplemented 
recommendatio
n 

1
2 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
ensure that in the process of 
opening the tenders to be involved 
the persons responsible and 
appointed by the decision. In case 
of impossibility of implementing 
the decision, it should reflect the 
changes through repealing and 
approving another decision. 

This 
recommendatio
n has been 
taken into 
consideration. 

Implemented 
recommendatio
n 

1
3 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should 
make a new structuring of staff by 
establishing the Certifying Officer 
and secure proper segregation of 
duties to ensure effective controls 
in payment processing. 

Yes, a certifying 
officer has been 
appointed in 
2018. 

Implemented 
recommendatio
n 

1
4 

Handling of 
Explanatory 
Notes 

The Chairman of the Board should 
ensure when preparing the AFS, 
the explanatory notes will present 

This 
recommendatio
n has been 

Implemented 
recommendatio
n 
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all detailed, complete and accurate 
information as required by the 
accounting standards. 

taken into 
consideration. 

1
5 

Internal 
Audit 
System 

To gain maximum benefit from 
Internal Audit activity, the 
Chairman of the Board should 
ensure that an Audit Committee 
(after selection) critically reviews 
Internal Audit plans, to confirm 
that they are based on risk and 
include activities of the current 
year. 

Measures have 
been taken 
regarding this 
recommendatio
n. 

Implemented 
recommendatio
n 

1
6 

Internal 
Audit 
System 

The Chairman of the Board should 
elect the Audit Committee as soon 
as possible, to perform its duties in 
the function of law enforcement 
and strengthen internal controls in 
the Enterprise. 

An audit 
committee has 
been 
appointed. 

Implemented 
recommendatio
n 

1
7 

Managemen
t Reporting, 
Accountabil
ity and Risk 
Managemen
t 

The Chairman of the Board should 
ensure that it has developed the 
operational and financial risks 
register, as tools that test the 
effectiveness of the financial 
management and control system, 
in support of their work objectives. 

It was not 
implemented In 
2018 but, in 
2019. 

Unimplemented 
recommendatio
n 

1
8 

Managemen
t Reporting, 
Accountabil
ity and Risk 
Managemen
t 

The Chairman of the Board should 
ensure that the necessary measures 
are taken to draft and approve a 
Code of Ethics according to the 
requirements of the Law on POEs 
and to be signed by all directors of 
the Enterprise. 

The code of 
ethics was 
drafted on 
31.12.2018 

Implemented 
recommendatio
n 

1
9 

Managemen
t Reporting, 
Accountabil
ity and Risk 
Managemen
t 

The Chairman of the Board should 
create a website of the Enterprise 
and publish all regulations, reports 
and documents required by the 
Law on Publicly Owned 
Enterprises, for the purpose of 
transparency to the public. 

There is a web 
site now, 
therefore this 
recommendatio
n is 
implemented. 

Implemented 
recommendatio
n 

No Audit area Recommendations of 2018 

(Here are placed all recommendations of 2018)   

1 AFS The Chairman of the Board should ensure that all assets controlled by 

the enterprise and by which, economic benefits are anticipated should 

be presented in the AFS. 

2 AFS The Chairman of the Board should ensure that in cooperation with 

Municipality of Prishtina management come to an agreement on 

defining the rights and obligations of assets received as a donation. 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

31 

3 AFS The Chairman of the Board should ensure that, the cost of the space for 

the office owned by the Municipality of Prishtina which is used by 

Hortikultura should be known, to be measured and recorded as an asset 

of the enterprise in accordance with IAS 20.  

4 Business 

plan  

 The Chairman of the Board should undertake a systematic assessment 

of the reasons for the low level of budget execution for operational 

expenditures and determine practical options for improving the 

execution on the basis of a more detailed analysis for budget planning 

and execution. 

5 Statement 
of financial 
position 

The Chairman of the Board should take concrete actions on preventing 
advances to employees without legal basis. 

6 Statement 
of financial 
position 

The Chairman of the Board should ensure that the finance office 
properly records all transactions, interpreting the accounting standards 
correctly and making the necessary adjustments by cut-off/recording 
expenditures that only relate to the accounting period. 

7 Statement 
of financial 
position 

The Chairman of the Board should ensure maintenance of complete 
asset register, respective identification numbers of assets, classification 
of fixed assets, and thus, enabling easier and more efficient asset 
management. Further, the board should hold a meeting with the 
shareholder to draft an agreement on the rights and obligations that 
will arise regarding assets received this year and in previous years. 

8 Statement 
of financial 
position 

The Chairman of the Board should ensure that all purchases needed by 
the enterprise are planned and carried out through adequate 
procurement procedures, by allowing free competition and 
transparency in order to achieve added value for money. 

9 Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should ensure development of planned 
procurement for each purchases made, the technical and the financial 
aspect should be reviewed and analysed, and afterwards develop 
adequate procurement procedures that enable the implementation of 
low cost project with proper competition. 

1
0 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should ensure that the decision on 
remunerating the board members has been previously approved by the 
Shareholder, on the contrary it should be repealed, and the funds 
received without legal basis should be returned to the bank account of 
the enterprise. 

1
1 

Statement 
of Income 
and 
Expenditure
s 

The Chairman of the Board should ensure that the selection of 
candidates during the recruitment processes is done by respecting all 
the competition requirements and when there are less than three 
candidates in the contest, the process should be cancelled and reopened. 

1
2 

Handling of 
Explanatory 
Notes 

The Chairman of the Board should ensure that the explanatory notes 
have a special role and provide sufficient information on all items, 
including items of tax and contingent liabilities, as well as provide the 
presentation of comparative data for the charter capital. 
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1
3 

Internal 
audit 
system  

To gain maximum benefit from Internal Audit activity, the Chairman of 
the Board through an Audit Committee should critically review Internal 
Audit plans, to confirm that they are based on risk and include activities 
of the current year. Furthermore, all internal auditor reports should be 
reviewed and concrete actions taken to address the recommendations 
and assist the management of the enterprise in achieving its goals and 
objectives. 

1
4 

Managemen
t Reporting, 
Accountabil
ity and Risk 
Managemen
t 

The Chairman of the Board should ensure that actions are taken on 
establishing the committee for drafting a list with all potential risks, that 
would be used as a preventive tool and manage the risks at more 
manageable levels. This shall contribute to highest effectiveness of the 
financial management and control system. 

This report is a translation from the Albanian original version. In case of discrepancies, 

Albanian version shall prevail. 
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Annex I: Explanation of the different types of opinion 

applied by NAO  

(extract from ISSAI 200) 

Form of opinion 

147. The auditor should express an unmodified opinion if it is concluded that the financial 

statements are prepared, in all material respects, in accordance with the applicable financial 

framework. 

If the auditor concludes that, based on the audit evidence obtained, the financial statements 

as a whole are not free from material misstatement, or is unable to obtain sufficient 

appropriate audit evidence to conclude that the financial statements as a whole are free from 

material misstatement, the auditor should modify the opinion in the auditor’s report in 

accordance with the section on “Determining the type of modification to the auditor’s 

opinion”. 

148. If financial statements prepared in accordance with the requirements of a fair 

presentation framework do not achieve fair presentation, the auditor should discuss the 

matter with the management and, depending on the requirements of the applicable financial 

reporting framework and how the matter is resolved, determine whether it is necessary to 

modify the audit opinion. 

Modifications to the opinion in the auditor’s report 

151. The auditor should modify the opinion in the auditor's report if it is concluded that, based 

on the audit evidence obtained, the financial statements as a whole are not free from material 

misstatement, or if the auditor was unable to obtain sufficient appropriate audit evidence to 

conclude that the financial statements as a whole are free from material misstatement. 

Auditors may issue three types of modified opinions: a qualified opinion, an adverse opinion 

and a disclaimer of opinion. 

  



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE  - NATIONAL AUDIT OFFICE 

 

34 

Determining the type of modification to the auditor’s opinion 

152. The decision regarding which type of modified opinion is appropriate depends upon: 

 The nature of the matter giving rise to the modification – that is, whether the financial 

statements are materially misstated or, in the event that it was impossible to obtain 

sufficient appropriate audit evidence, may be materially misstated; and 

 The auditor’s judgment about the pervasiveness of the effects or possible effects of the 

matter on the financial statements. 

153. The auditor should express a qualified opinion if: (1) having obtained sufficient 

appropriate audit evidence, the auditor concludes that misstatements, individually or in the 

aggregate, are material, but not pervasive, to the financial statements; or (2) the auditor was 

unable to obtain sufficient appropriate audit evidence on which to base an opinion, but 

concludes that the effects on the financial statements of any undetected misstatements could 

be material but not pervasive. 

154. The auditor should express an adverse opinion if, having obtained sufficient appropriate 

audit evidence, the auditor concludes that misstatements, individually or in the aggregate, are 

both material and pervasive to the financial statements. 

155. The auditor should disclaim an opinion if, having been unable to obtain sufficient 

appropriate audit evidence on which to base the opinion, the auditor concludes that the effects 

on the financial statements of any undetected misstatements could be both material and 

pervasive. If, after accepting the engagement, the auditor becomes aware that management 

has imposed a limitation on the audit scope that the auditor considers likely to result in the 

need to express a qualified opinion or to disclaim an opinion on the financial statements, the 

auditor should request that management remove the limitation. 

156. If expressing a modified audit opinion, the auditor should also modify the heading to 

correspond with the type of opinion expressed. ISSAI 170519 provides additional guidance on 

the specific language to use when expressing a modified opinion and describing the auditor’s 

responsibility. It also includes illustrative examples of reports. 

Emphasis of Matter paragraphs and Other Matters paragraphs in the auditor’s report 

157. If the auditor considers it necessary to draw users’ attention to a matter presented or 

disclosed in the financial statements that is of such importance that it is fundamental to their 

understanding of the financial statements, but there is sufficient appropriate evidence that the 

matter is not materially misstated in the financial statements, the auditor should include an 

Emphasis of Matter paragraph in the auditor’s report. Emphasis of Matter paragraphs should 

only refer to information presented or disclosed in the financial statements. 
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158. An Emphasis of Matter paragraph should: 

 be included immediately after the opinion; 

 use the Heading “Emphasis of Matter” or another appropriate heading; 

 include a clear reference to the matter being emphasised and indicate where the 

relevant disclosures that fully describe the matter can be found in the financial 

statements; and 

 indicate that the auditor’s opinion is not modified in respect of the matter emphasised.  

159. If the auditor considers it necessary to communicate a matter, other than those that are 

presented or disclosed in the financial statements, which, in the auditor’s judgement, is 

relevant to users’ understanding of the audit, the auditor’s responsibilities or the auditor’s 

report, and provided this is not prohibited by law or regulation, this should be done in a 

paragraph with the heading “Other Matter,” or another appropriate heading. This paragraph 

should appear immediately after the opinion and any Emphasis of Matter paragraph. 
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Annex II: Confirmation letter   

 


